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ndustrial Growth Can Stabilize Economy 


\AANUFACTURING in the 
Ninth District has taken a new 
ke se on life. 

_ Although this is predominantly 
an agricultural region, manufacturing 
» the postwar era has grown faster 
than in the nation as a whole. The 
general business depression of the 
thirties resulted in a significant con- 
traction in the volume of goods manu- 
factured. Even though depressed 
“business conditions, in some measure, 
had subsided by 1939, the number of 
individuals employed in manufactur- 
‘ing establishments in this district was 
‘still 15 percent less than in 1929, and 
‘the value added to products through 
eeusacturing was also 18 percent 

than in the former year. 
" With the recent war came an un- 
"precedented demand for war ma- 
‘terials which stimulated manufactur- 


" ets to expand their operations to the 


physical limit in order to secure maxi- 
um output. As the war progressed, 
large demand for civilian goods 
accumulated which led manufactur- 
€fs to anticipate a large postwar de- 
mand for civilian products. 
This has resulted in an intensive 
search for additional factory space 
or suitable industrial sites in most 
_ Gities and towns of the district. 


| AGRICULTURAL AND FORESTRY 
| PRODUCTS ARE CHIEF RAW 

| MATERIALS FOR INDUSTRY 

' Manufacturing in this district is 
' concentrated heavily on the process- 


__ ing of agricultural and forestry prod- 


ucts. Of the 20 most important in- 
dustries, in 1939, eight were process- 


Meat packing for some time has 
been the leading industry in the dis- 


_ trict. The value added by processing 


_ meat—that is, the price of finished 
| Meats at packing plants less the cost 
| of livestock, supplies, fuels, and 
| power used in the processing— 


Part of the Development in the Ninth District 
Is Due to the Unprecedented Demand for Goods 


totaled over $45 million in 1939." 
Over three-fourths of the meat was 
processed in Minnesota where meat 
packing is by far the leading indus- 
try. 

The largest center is located in 
South St. Paul, which draws live- 
stock from all of the states in the 
district. Some meat, of course, is 
packed in the other states where the 
livestock is raised. In South Dakota, 
meat packing is the leading manu- 
facturing industry. The value added 
in meat processing in 1939 in that 
state totaled $8 million. 


Other than meat packing, a num- 
ber of industries in the district are of 
comparable size. Prior to the war, 
the malt liquor industry ranked 
second. On the basis of the value 
added to the product through manu- 
facture, the industry was less than 
one-half as large as the meat packing 
industry. This industry also is con- 
centrated largely in Minnesota where, 
in 1939, over 80 percent of the total 
product in the district was produced. 


The other industries comparable 
in size to the malt liquor industry are 
publishing and printing of news- 
papers, milling of flour and other 
grain products, baking of bread and 
other bakery products, and producing 
paper and paperboard. Paper and 
paperboard mills are the leading in- 
dustry in the Upper Peninsula of 
Michigan and in the northwestern 
part of Wisconsin. 


The other industries tend to locate 
near their immediate markets and, 
therefore, are distributed among the 
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states roughly according to popula- 
tion and per capita income. 

The remainder of the 20 most im- 
portant industries in the district pro- 
duce a wide array of products. Some 
products such as lumber, creamery 
butter, and canned vegetables, are 
produced for a market extending over 
numerous states, while others such 
as non-alcoholic beverages and ice 
cream are produced only for a near- 
by market. 


POSTWAR DEVELOPMENT 
FOLLOWS PRE-WAR PATTERN 


From a brief survey of the new 
manufacturing plants established 
since VJ-day, it is evident that the 
postwar industrial expansion has fol- 
lowed the pre-war pattern; that is, 
most of the new plants are processing 
agricultural and forestry products. 
Some of the new concerns, however, 
have increased the diversity of the 
products manufactured in this region. 


The unprecedented demand for 
commercial and residential construc- 
tion has resulted in the establishment 
of a large number of concerns pro- 
ducing building materials. New 
cement block plants are found in 
many communities over the entire 
district. In the forestry regions many 
additional sawmills and planing mills 
are turning out finished lumber. Nu- 
merous other plants are producing a 
variety of wood products such as sash 
and door material, furniture, and 
venetian blinds. 


Additional food manufacturing 
plants have been erected to process 
the larger volume of agricultural 
products raised in this district. 
Among the new plants are found 
milk evaporation and dehydration 
plants, creameries, canneries, poultry 
dressing plants, and a sugar refinery. 
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The high level of income has also. 
increased the number of food proces- 
sors, who tend to locate near their 
markets. Meat packing and locker 
o combinations, bottling plants, 

reweries, and potato chip plants are 
prevalent among the list of such 
establishments. 

A noticeable expansion also has 
taken place among manufacturers 
producing products other than those 
based upon the agricultural, forestry, 
and minerals of this region. The 
Twin Cities for some time has been 
a wearing apparel center. During 
the past few years a number of ad- 
ditional plants were established out- 
side of this metropolitan area. 

Some expansion has occurred in 
the iron and steel industry. Foundries, 
industrial patterns, and tool and die 
concerns have sprung up in several 
communities, especially in Minnesota 
and northwestern Wisconsin. A few 
new concerns have begun the manu- 
facture of farm machinery, auto- 
mobile parts, and electrical parts. 


A greater diversity of manufac- 
tured products, moreover, has come 
out of the postwar industrial expan- 
sion. Several concerns have been 
established to manufacture plastics, 
leather goods, soap, shoes, lubricants, 
chemical compounds, and sporting 
goods. 

In addition to the erection of new 
manufacturing plants, which have 
added significantly to the output of 
manufactured products, old estab- 
lished concerns are also operating at 
full or nearly full capacity and in 
many instances have expanded their 
plant capacities. Consequently, the 
output of factories in the Ninth Dis- 
trict now exceeds significantly the 
pre-war output. 


NEW PLANTS TEND TO LOCATE 
IN SMALLER COMMUNITIES 


From the size of the communities 
selected for the location of new manu- 
facturing plants, it is evident that a 
decentralization movement is taking 
place in this region. Well-established 
concerns have branched out into 
smaller communities instead of ex- 
panding at or near the old plant sites. 

For example, the apparel industry 
in this district prior to the war was 
located almost exclusively in the 
Twin Cities. Now several apparel 
plants are located in cities outside of 
the Twin Cities area. Concerns from 
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other districts seeking additional fac- 
tory space, as well as concerns newly 
organized, have made an exhaustive 
search for available space in smaller 
communities with adequate transpor- 
tation facilities. - Some companies 
already have purchased suitable in- 
dustrial sites and plan to erect a struc- 
ture as soon as materials and labor 
become available. 


In the decentralization movement, 
reference is made primarily to the 
number of new concerns established 
or in the process of being established. 
Manufacturing employment in Min- 
nesota outside of the Twin Cities 
area in 1946 showed a larger increase 
over the employment in 1939 than in 
the Twin City area. However, in the 
other states of the district, the in- 
crease in manufacturing employment 
was slightly less than in this one 
large industrial area. 


In the district as a whole, the ex- 
pansion in such employment exceed- 
ed the increase in the nation. 


The motive behind the decentrali- 
zation movement is quite complex. 
Company officials offer several ex- 
planations for the selection of smaller 
communities. An adequate supply of 
labor appears to be uppermost in the 
minds of most industrialists. 


In addition to the supply of labor 
available in the smaller communities, 
the surrounding agricultural areas 
have a surplus.of labor which may be 
drawn upon during peak seasons of 
the year. In some industries the peak 
season occurs during the winter 
months, which is the slack season on 
farms. 


Some promoters of new concerns 
are concerned primarily with a suit- 
able industrial site. Most of the de- 
sirable sites in the larger cities have 
been snatched up by other manufac- 
turers. 

Commercial and civic associations 
in the smaller communities have 
adopted a new policy toward manu- 
facturers seeking admittance to their 
centers. During the Thirties various 
inducements were made to lure in- 
dustrialists to their localities. For 
example, vacant buildings were of- 
fered at a nominal rental, exemptions 
were offered on taxes, loans were 
made at low rates of interest, an in- 
dustrial site was donated, favorable 
labor conditions were guaranteed, 
and occasionally cash bonuses wer 


offered. 








These associations now have adopt- 
ed a selective attitude toward the 
many concerns seeking to locate in 
their metropolitan areas. The ap- 
plications submitted by prospective 
companies are examined carefully. 
Commercial and civic organizations 
on the whole have adopted an at- 
titude that a concern which may not 
fit into the business life of their com- 
munity, or which may fail within a 
relatively short time, is a liability 
instead of an asset to the community, 


INDUSTRIAL DEVELOPMENT 
TRACED TO ECONOMIC FACTORS, 
ENTERPRISING INDIVIDUALS 


Since manufacturing is sensitive to 
the general business cycle, the growth 
of manufacturing in any region is 
irregular. During periods of pros- 
perous business conditions, such as 
exist at the present time, manufac- 
turing activity expands rapidly in 
response to the demand for products, 
while during periods of business de- 
pression, such as was experienced 
during the Thirties, manufacturing 
activity contracts sharply. 


The present expansion in manu- 
facturing in this district is traced, in 
part, to the postwar business boom. 
The unprecedented demand for com- 
mercial and residential construction 
has solicited a large output of lum- 
ber, cement blocks, and other build- 
ing materials. When this demand 
recedes, some of the high cost pro- 
ducers will drop out of the picture. 


The large domestic and foreign de- 
mand for food has resulted in an 
unusually high output of various food 
products. When demand lessens, due 
to a drop in domestic employment 
or to smaller exports, some high cost 
processors may be forced out of busi- 
ness and others may be forced to 
operate at less than full capacity. 


Even though on the surface the 
growth and decline of manufacturing 
may appear to be governed entirely 
by general business conditions, a slow 
perceptible growth, nevertheless, is 
taking place over a period of years. 
As a result of technological advance- 
ments, producers and consumers alike 
constantly use more manufactured 
products. Consequently, manufac- 
turing plays an ever-increasing role 
in the economy. 


The rate of growth among regions 


may differ noticeably. The industrial 
(Continued on Page 447) 
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Rapid Price Rise Upsets Price Relationships 


WitH the removal of price con- 
trols, prices have risen swiftly 
in response to the forces of supply 
and demand. Since prices are now at 
a high level, much concern is ex- 
pressed over a sharp price deflation 
as more long-run supply-demand re- 
lationships are re-established for the 
wide range of commodities. 


A comparison of the inflationary 
periods during and following World 
Wars I and II was made in the 
September 1946 number of the 
Monthly Review. 


- Since June 1946, the last month 
before price controls were temporarily 
allowed to lapse, prices have risen 
faster than at any other similar period 
in our history. According to the 
index of wholesale prices compiled 
by the U. S. Bureau of Labor Statis- 
tics, wholesale prices from June 1946, 
through March of this year rose 30 
percent or 34% percent per month. 


During the first two weeks in April, 
prices levelled off; in fact, even a 
slight decline occurred. 


From VJ-day to June 1946, the 
increase was held to less than 1 per- 
cent per month and during the period 
of hostilities to approximately one- 
half of one percent per month. In 
the replacement boom following 
World War I, the increase averaged 
1% percent per month, and during 
the period of hostilities the increase 
averaged nearly 2 percent per month. 


PRICE INFLATION TRACED 
TO LARGE DOMESTIC AND 
FOREIGN DEMAND 


The upward surge in prices fol- 
lowing the removal of price controls 
is traced to two factors: (1) the 
termination of the wartime food sub- 
sidy program and (2) the large de- 
mand for all commodities at prices 
fixed by ceilings in relation to the 
available supply. 


The amount of government sub- 
sidies which was paid to producers 
has been added to the prices of the 
products, which raised food prices 
about 9 percent, according to OPA 
estimates. Of the total amount paid 
in subsidies during the war period, 
nearly 25 percent was paid in con- 


Farm Product Prices Rise 181 Percent Over 1939; 
Prices of All Other Commodities Rose 62 Percent 


nection with livestock slaughtering 
and another 20 percent was paid for 
dairy products marketed. The sub- 
sidy program included, of course, 
many other agricultural products cov- 
ering all of the principal ones raised 
in this area. 

Apart from the rise in food prices 
attributable to the elimination of the 
subsidy program, prices in general 
rose swiftly in the adjustment to free 
market conditions. This price in- 
flation is traced to an unusually large 
postwar domestic demand and to an 
abnormally large foreign demand. 

The income received by individuals 
during the past year was at a record 
level. For example, income payments 
in 1946 in some states of this district 
more than doubled and in others 
more than tripled the 1939 totals. 
Substantial savings had also been ac- 
cumulated out of the high incomes 
received during the war years in an- 
ticipation of the purchase of durable 
consumer goods when they reappear 
in the market. 

In addition to the consumer de- 
mand, manufacturers, wholesalers, 


and retailers have bid strongly for 
inventory. 

Lastly, the devastation of the war 
has created a large foreign demand. 
The urgent situation has made neces- 
sary the purchase of large quantities 
of food and other commodities direct- 
ly by our government or through 
loans extended to other governments 
for relief and reconstruction in. the 
devastated countries. 


PRICES OUTSTRIP 
RISE IN COSTS 


As a result of this large demand 
for all types of commodities, the rise 
in prices during the latter half of 
1946 far outstripped the rise in costs. 
The larger differential between prices 
and costs is revealed by the rise in net 
farm income and in business profits. 

The realized net income of farm 
operators has been estimated by the 
Bureau of Agricultural Economics at 
$15.1 billion for 1946 as compared 
with $13.2 billion for 1945 and $13.0 
billion for 1944. A sample of 840 
manufacturing concerns in 1946 had 
a net income after taxes of 37.4 per- 


THE RISE IN THE PRICES OF FARM PRODUCTS, FOOD, 
AND ALL OTHER COMMODITIES SINCE 1939 
(1939 = 100) 


PERCENT 
300 


1939 "40 Al "42 "43 
Source: U. S. Bureau of Labor Statistics. 
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*The March, 1947, figure is as of March 29 and is not a monthly figure. 
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cent larger than in 1945, although 
earnings before taxes were lower.* 

In spite of the rapid upward surge 
in prices following the lifting of con- 
trols, aggregate price inflation at the 
present time is still less than at the 
end of the boom following World 
War I. Wholesale prices at the end 
of March were about 94 percent 
above the 1939 price level, while at 
the peak of the replacement boom in 
May 1920, wholesale prices had risen 
146 percent above the 1914 price 
level. 


A more minute examination of the 
price inflation during the two war 
periods, however, shows that a com- 
parison in terms of aggregates has 
lost much of its meaning. During a 
period of rapidly rising prices, a wide 
dispersion occurs among prices. Thus, 
the average increase in prices as 
measured by an index reveals only 
part of the inflationary price situation. 

The prices of some commodities 
are now greatly out of line as com- 
pared with others. This is an out- 
standing weakness of the present 
price structure. 


RISE IN FARM PRODUCT 
PRICES EXCEEDS THOSE 
OF OTHER COMMODITIES 


Since this is an agricultural region, 
the trend of agricultural prices is of 
great concern to this district. As a 
result of the sharp rise in the prices 
of farm products following the lifting 
of price controls, the increase in these 
prices during this inflationary period 
now far exceeds the average as well 
as the increase during the inflationary 
period of World War I. 

Farm product prices at the end of 
March were 181 percent above the 
1939 level as compared with 94 per- 
cent for the average of the prices of 
all commodities. Following World 
War I, prices of farm products in 
May of 1920 rose only to 138 percent 
above the 1914 level. 


The prices of agricultural products 
are particularly sensitive to changes 
in demand. The output of agricul- 
tural products is very stable from 
year to year as compared with the 
output of industrial products. The 
technological developments in agri- 
culture, such as improved varieties of 
seeds and better strains of livestock, 
tend to expand steadily the aggregate 


2The National City Bank of New York, 
Monthly Letter on Economic Conditions, Gov- 
ernment Finance, March 1947, p. 32. 


output. During a war on foreign 
soil when the demand for agricul- 
tural products is abnormally high, the 
expansion in agricultural production 
is accelerated but the rise in the de- 
mand far outstrips the supply. Con- 
sequently, prices rise sharply. 

Once the output of agricultural 
prices has been expanded, it is very 
difficult to contract the output, as 
has been proven in the past. Thus, 
the adjustment between the supply 
and demand for agricultural products 
from war to peacetime conditions is 
made primarily through a reduction 
in prices, unless the government em- 
barks upon a program to restrict pro- 
duction or to support prices. 

The demand for agricultural prod- 
ucts at the present time stems from 
three principal sources: the Ameri- 
can people, U. S. Government pur- 
chases of food for the occupation 
army and for foreign relief, and 
foreign country purchases of food. 

During the war the American 
people spent an unusually large pro- 
portion of their income for food and 
for other non-durable goods. With 
an increasing amount of durable 
goods moving into the retail markets, 
it is anticipated that more income 
will be spent for such goods, and less 
for food and other soft goods. This 
will tend to reduce the domestic de- 
mand for agricultural products. 


When the pre-harvest food re- 
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quirements in Europe are met and if 
Europe has a normal harvest this 
year, the foreign demand for food 
may decline. A decline in both the 
domestic and foreign demand for 
food has led numerous economists to 
anticipate a decrease in the prices of 
farm products during the latter part 
of this year. 

On the basis of the 1939 price 
level, prices of non-farm commodi- 
ties are now about 62 percent higher 
while the prices of farm products 
are about 181 percent higher. Dur- 
ing the inflationary period of World 
War I, this gap between the prices 
of these two groups of commodities 
did not develop. Whereas the prices 
of all non-farm products rose 143 
percent above the 1914 price level, 
the prices of farm products rose 138 
percent above the former level. 


PRICES OF SOME NON-FARM 
COMMODITIES OUT OF LINE 


Even though the general rise in the 
prices of non-farm products has been 
moderate, the prices of particular 
commodity groups have risen to a 
point where they are definitely out 
of line in terms of pre-war relation- 
ships. As may be observed by the 
accompanying chart, the differential 
rise in these non-farm commodity 
prices during the war years has pulled 
the prices of these commodity groups 
apart. (Coneluded on Page 445) 


PERCENT INCREASE IN WHOLESALE PRICES OF SELECTED 
COMMODITIES FROM 1939 TO JANUARY, 1947 


PERCENT 
200 


PERCENT 
200 
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Livestock Numbers Down-Crop Acreage Up 


Pe view of record crop yields and 
excellent range and pasture condi- 
tions in recent years, it may seem sur- 
prising that livestock numbers in the 
Ninth District actually declined last 
year and that they are only slightly 
above the 10-year average. 

For the United States as a whole 
the number of livestock on farms 
declined during 1946. This decline 
in livestock numbers was greater than 
that in 1945 and it was a continuation 
of the trend which started in 1944. 
The Department of Agriculture re- 
ports that this is one of the few times 
on record when numbers of each 
species of livestock and chickens and 
turkeys were lower at the end of the 
year than at the beginning. 

There are probably several reasons 
for this. Many livestock producers 
felt they were hampered by regula- 
tions and they feared expansion in 
numbers might not prove profitable 
even though crop yields and range 
conditions were excellent. 

Second, livestock producers were 
warned repeatedly of the dangers of 
postwar deflation of farm product 
prices. They did not want to get 
caught again as badly as some were 
in 1920-21. 


Third, huge exports of cereal 
grains was a factor in feed shortages 
and relatively unfavorable feed ratios 
at times. For example, that is one 
reason why the 1946 fall pig crop 
was relatively small. 


LIVESTOCK NUMBERS ABOVE 
RECENT 10-YEAR AVERAGE 


Ninth District farmers reduced 
numbers of all kinds of livestock dur- 
ing 1946. Beef and dairy cattle and 
chicken numbers declined moderate- 
ly, but sheep, hog, turkey, and horse 
and mule numbers were substantially 
reduced. 

Livestock numbers on January 1 
this year were somewhat larger, how- 
ever, when compared with the last 
10-year average, 1936-45. For ex- 
ample, cattle numbers on January 1 
in the four district states totaled 914 
million head compared with 8% mil- 
lion for the 10-year average—a 16 
percent increase. 


However, only beef cattle, hog, 


and chicken numbers were higher 
compared with the 10-year average. 
*~umbers in all other classes of live- 
stock were less, with significant de- 
clines registered for sheep, turkeys, 
horses and mules. 

The sharp decline in horse and 
mule numbers is, of course, a direct 
result of ever increasing farm 
mechanization and represents a long 
continuing trend. The 16 percent 
decline in sheep numbers during 1946 
and the 32 percent decrease from a 
recent 10-year average probably rep- 
resents a temporary situation. 


Labor shortages and more profit- 
able alternative enterprises in recent 
years have accentuated the recent de- 
cline in sheep numbers. 


District averages, of course, are 
general and may have little meaning 
or significance for local areas. Some 
areas at present may have an over- 
supply of livestock in relation to pros- 
pective feed supplies. With the ex- 
ception of beef cattle, however, the 
trend in livestock numbers in the dif- 
ferent states appears fairly uniform. 
Beef cattle numbers, on the other 
hand, are up sharply in the western 
states of the district, with practically 
no change indicated for the state of 
Minnesota. 


Trends in livestock numbers on a 
district basis are important, however, 
as they tend to affect future district 
cash farm income and the total 
economy of the area as well. 


For the United States as a whole, 
farmers intend to plant a slightly 
larger total acreage of principal crops 
than those of the past two years. 
Total crops grown in 1947 may ap- 


Friax acreage up 75% from 
1946; Ninth District has 90% 


of total acreage. 


Excellent soil moisture condi- 
tions give crops good start. 


High domestic and foreign de- 
mand indicates another profit- 
able year for farmers. 


January cash farm income up 
59% from January, 1946. 


proach 358 million acres. This com- 
pares with 35514 million acres last 
year and 355 million acres in the 10 
years, 1936-45. 


er better prospects for more 
machinery and labor, farmers in 
the Ninth District are planning to in- 
crease their crop acreage by an esti- 
mated 1 percent over last year’s near- 
record plantings. The prospective 
total acreages of corn, wheat, oats, 
barley, flaxseed, and potatoes are ap- 
proximately 10 percent larger than 
that of a recent 10-year average, 
1936-45. 

Farmers in the upper Midwest ap- 
parently plan to plant more flax, soy- 
beans, durum wheat, rye, and barley 
this year compared with last. Four 
percent more winter wheat was 
planted last fall. On the other hand, 
slightly less corn and spring wheat 
may be planted, with fairly sharp re- 
ductions planned for oats and pota- 
toes. Rye acreage, while larger than 
last year, is less than half the 10- 
year average. 

Soil moisture conditions at the start 
of the spring season in most areas of 
the district are reported good to ex- 


Number of Livestock on Farms in Ninth District* 


Number on Farms January | 


1947 in Pereent of 


1947 1936-45 Average 1946 


9,544 97% 
2,780 96 
5,290 82 
4,281 84 
5,805 84 
45,700 94 
538 70 
1,030 87 
8 80 


* Includes Minnesota, Montana, North and South Dakota. 
Data from “Livestock on Farms, January 1, 1947,” United States Department of Agriculture, 


Washington, D. C. 
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cellent. In fact, in some areas there 
is an excess of moisture and farmers 
are 2 to 3 weeks behind with spring 
work. Weather will, of course, be 
the controlling factor this summer, 
but farmers generally are looking for- 
ward to another year of large produc- 
tion. 


Because of the keen demand and 
high prospective prices for flax, farm- 
ers in the four district states plan to 
plant almost 4 million acres in 1947. 
This compares with only 2% million 
acres last year and a recent 10-year 
average of 2.6 million acres. 


Approximately 90 percent of the 
United States 1947 flax acreage will 
be planted in the Ninth District. 
Minnesota and North Dakota are the 
big producers, each with approxi- 
mately 114 million prospective acres 
this year. The flax acreage in North 
Dakota may be almost double what 
it was last year and it will be up 60 
percent in Minnesota. South Dakota 
farmers may plant 575 thousand acres 
this year compared with 378 thou- 
sand last year and 282 thousand for 
the last 10-year average. 


Soybean acreage has been in- 
creased more rapidly in the Ninth 
District than any other major crop 
in recent years. The planned acreage 
in 1947 is more than triple the aver- 
age of the last 10 years. It is up 29 
percent from last year. Of the total 
planned acreage of 886 thousand 
acres, about 841 thousand will be 
planted in Minnesota. 


The downward trend in potato 
acreage in the Ninth District in recent 
years is to be continued this year 
with an estimated 9 percent reduc- 
tion. Potato production has become 
highly commercialized in recent years, 
and the largest acreage is now grown 
in the Red River Valley area. 


RAPID PRICE RISE UPSETS 
PRICE RELATIONSHIPS 
(Continued from Page 443) 


The wholesale prices of textile 
products and of building materials 
are now approximately double 1939 
prices, and the wholesale prices of 
hides and leathers have risen 82 per- 
cent. The wholesale prices of fuel 
and lighting materials and of house- 
furnishing goods, on the contrary, 
have risen less than 50 percent since 
1939. 
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Prospective Ninth District’ Crop Plantings in 1947 Compared 
With 1946 and a 10-Year Average 


Planted Acreage 
Indicated 1947 in Percent of 


1947 1936-45 Avg. 1946 


10,920 110% 99% 
2,326 143 104 
2,757 98 
14,748 
11,069 
5,605 
3,953 
322 
Rye 745 960 
Soybeans 686 886 129 
1 Minnesota, Montana, North and South Dakota. Data from United States Department of 
Agriculture. 
2 1935-44 average. 


11,020 
2,233 
2,493 

15,194 

11,952 
5,448 
2,255 

354 


January Cash Farm Income‘ 
(Thousands of Dollars) 


1935-1939 1947 in Per- 


cent of 1946 


159% 
145 
179 
170 
159 
132 


State 1946 


67,672 
30,699 
33,319 
14,808 


1947 


$ 107,428 
44,436 
59,513 
25,216 


North Dakota 
South Dakota 
Montana 
Ninth District? 160,907 255,387 
United States 604,258 1,648,000 2,180,000 

1 Data from “The Farm Income Situation,” United States Department of Agriculture. 
2 Includes 15 counties in Michigan and 26 counties in Wisconsin. 


Average Prices Received by Farmers’ 


——Ninth District 
Mar. 15, Mar. 15, 
1937-1941 Avg. 1946 


Parity Prices? 
United States 
Mar. 15, 1947 


Mar. 15, 
Commodity and Unit 1947 
Crops 
Wheat, bushel $ 2.45 
Corn, bushel X : 1.28 
Oats, bushel j . 81 
Potatoes, bushel j 1.19 
Livestock and Livestock Products 
Hogs, 100 Ibs 
Beef Cattle, 100 lbs 

20.91 


Lambs, 100 Ibs : 19.13 
Wool, Ib. .26 ; 42 
Milk, wholesale, 100 Ibs : 3.50 
TE Ti i ccc celia : : Tt 
Chickens, live, Ib é -210 
Eggs, dozen .304 .370 


1 Data compiled from “Agricultural Prices,”” United States Department of Agriculture.: 


2 The term parity as applied to the price of an agricultural commodity is that price which will 
give to the commodity a purchasing power equivalent to the average purchasing power of the 
commodity in the base period, 1910-1914. 


$ 2.02 

1.47 
914 

1.70 


26.56 
18.25 


16.60 
12.40 
15.50 


261 
418 


Since the economy is operating 
close to full capacity with a relatively 
large accumulation of inventory, the 
future trend in prices may be par- 
ticularly sensitive to a levelling off 
and possible liquidation of inven- 


tories. The demand for merchandise 
is limited, in a large measure, by the 
amount of income consumers have at 
their disposal. As inventories level 
off or are liquidated, the volume of 
merchandise in markets may rise sub- 


stantially in relation to the amount 
of disposable income. 


The amount of disposable income, 
of course, may be influenced by a 
future increase or decrease in the sup- 
ply of money, the retention or re- 
duction of present taxes, and lastly 
by the decisions of businessmen and 
consumers to spend a certain portion 
of their receipts. 


—Oscar F. Litterer 





BANKING 
—_—_—_— 


Divergent Trends Mark Banking Picture 


EVERAL cross currents were evi- 

dent in Ninth District banking 

developments during March and the 
early part of April. 

First, the loan expansion which be- 
gan in the middle of 1946 is still in 
process and by March 26 had pushed 
total member bank loans up to $641 
million. This was an increase of $22 
million during the month ending on 
that date. 

Second, member bank holdings of 
U. S. Government obligations de- 
clined by $41 million to a total of 
$1,836 million on March 26. Hold- 
ings of other securities increased 
slightly during the month. 

Demand deposits of member banks 
experienced a further decline during 
March, most of the decline, however, 
being centered in deposits due to 
other banks and war loan balances. 
A slight increase in time deposits re- 
sulted in a net deposit loss of only 
$14 million during March. 

There is considerable evidence that 
the developments at country banks 
were considerably different from the 
experiences of city banks. 


First, total loans of city banks re- 
mained virtually unchanged during 
March and the early part of April. 
This means that all of the member 
bank loan expansion has been oc- 
curring at the country banks in the 


Assets and Liabilities 


Conny bank deposits and 
loans continue to rise. 


Treasury cash debt redemp- 
tion program reduces short term 
holdings. 


of 20 Reporting Banks 


(In Million Dollars) 


Assets 


Total loans 

U. S. Treasury Bills 

U. S. Treasury Certificate of Indebtedness 
U. S. Treasury Notes 

U. S. Government Bonds 


Total U. S. Government Securities 


Other investments 
Cash, due from banks, and reserves 
Miscellaneous Assets 


Total Assets 
Liabilities 
Total Deposits 
Borrowings 


Miscellaneous Liabilities 
Capital Funds 


Total Liabilities and Capital 


Excess Reserves 


Assets and Liabilities of All Ninth District Member Banks* 
(In Million Dollars) 


Assets 


Loans and Discounts. 

U. S. Government Obligations 
Other Securities 

Cash Items 

Other Assets 


Total Assets 
Liabilities and Capital 
Due to Banks 


War Loan Deposits 
Other Demand Deposits 


Total Demand Deposits. 
Time Deposits 


Total Deposits 


Borrowings from F. R. B 
Other Liabilities -............... 
Capital Funds 


Total Liabilities and Capital 


* This table is in estimated. Data for 
loans and discounts, S. Government obliga- 
er are obtained by re- 

ports directly from the member banks. Reserve 
balances, cash items, and data on are 
largely report 


from semi-mon 
which member banks make to the F Re- 
serve Bank for the purpose of Te- 


March 26, 1947 


Feb. 26, 1947 
$ 619 
1,877 
148 

810 

27 


$3,481 
$ 386 


96 
1,880 


April 16, 1947 Maref 12, 1947 
$ 358 
9 
41 
79 
605 


$ 734 
60 

431 
17 


$1,600 


$1,495 


$1,600 
11 


more agricultural areas. 


Second, the 20 reporting city banks 
have experienced a modest deposit 
decline, while deposits of country 
banks have increased slightly. This 
country bank deposit expansion seems 
to be fairly general throughout all 
areas in the district, with the excep- 
tion of the upper peninsula of Michi- 
gan, which has experienced a very 
modest decline. 

The U. S. Government security 
portfolios of all member banks have 
declined during the month. This re- 
duction arises out of the very sub- 
stantial redemptions of U. S. Gov- 
ernment securities for cash during 
this period. 

On March 1 the Treasury re- 
deemed for cash approximately $1 
billion of certificates of indebtedness. 
On March 15 approximately $2 bil- 
lion of 1.25 percent U. S. Treasury 
notes were redeemed for cash and 
again on April 1 occurred a $1.5 
billion cash redemption of certifi- 
cates of indebtedness. 

(Concluded on Next Page) 
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Complete data are not available 
on the amounts of the various kinds 
of U. S. Government securities held 
by all member banks. Since, how- 
ever, the decline in total holdings, 
on which information is available, 
was fairly uniform for all types of 
banks, it is reasonable to assume 
that the changes in the portfolios of 
the city banks is roughly represen- 
tative for all member banks. 

During the month ending April 
16, holdings of U. S. Treasury cer- 


INDUSTRIAL GROWTH CAN 
STABILIZE ECONOMY 
(Continued from Page 441) 


expansion in a particular region de- 
pends primarily on how well manu- 
facturers in one area can meet the 
competition of rival producers in 
other regions. 


The growth of manufacturing in 
the Ninth District, as in other dis- 
tricts, is attributed in part to enter- 
prising individuals residing here. Pro- 
moters of some types of manufactur- 
ing are not bound by economic forces 
to select a certain geographic region 


for their establishments. Conse- 
quently, the geographic location of 
some plants is traced to sheer acci- 
dent or chance. 


In most types of manufacturing, 
however, the promoters are bound 
by numerous economic forces in their 
selection of a geographic location. 
The nature of the raw materials and 
of the finished products, the location 
of the market, the cost of transporta- 
tion, of power, and of labor, and the 
economies of industrial concentration 
all have a bearing on the location of 
industrial establishments. 

In this district the nature and sup- 
ply of raw materials are the dominant 
economic forces in geographic loca- 
tion of the majority of manufactur- 
ing plants. Concerns located near the 
source of raw materials include meat 
packing plants, malt liquor plants, 
flour mills, creameries, sawmills and 
planing mills, pulp, paper and paper- 
board mills, brick and tile kilns, and 
many others. 

On the basis of the value added to 
the finished products through manv- 
facture, such establishments in 1939 
accounted for one-half of the manu- 
facturing in the four states ‘wholly 
within this district. 


tificates of indebtedness by the 20 
reporting city banks declined $6 mil- 
lion to a total outstanding of $35 
million. When this figure is com: 
pared with $229 million held by these 
banks a year ago, the effect of the 
cash debt redemption program on 
bank holdings of Government se- 
curities becomes more clear cut. 


The redemption of U. S. Treasury 
notes in mid-March also had a mod- 
est effect on the banks’ portfolios, 
their holdings having declined from 


In the respective states the relative 
importance of such manufacturing 
concerns varies greatly. Prior to the 
war, concerns located near the source 
of raw materials in South Dakota 
accounted for three-fourths of the 
total manufacturing in the state. In 
Montana and in North Dakota, such 
concerns accounted for 62 and 45 
percent respectively of the total 
manufacturing in the states? and in 
Minnesota, which is more industrial- 
ized, they accounted for 48 percent 
of the total. 


Markets are the second most im- 
portant economic force in the geo- 
graphic location of manufacturing 
plants in this district. Manufacturers 
of some products find it necessary or 
advantageous to locate near their 
markets. The leading industries in 
this group consist of newspaper pub- 
lishers and printers, bakeries, general 
commercial printers, ice cream plants 
and non-alcoholic beverage plants. 


In 1939 such concerns accounted 
for 20 percent of the total value add- 
ed to manufactured products in the 
four states wholly within this district. 
In North Dakota these industries 
prior to the war accounted for 53 
percent of the total value added to 
manufactured products in the state. 
In contrast, in Minnesota, which is 
more industrialized, the latter indus- 
tries in 1939 accounted for only 18 
percent of the total value added to 
manufactured products. 


Other economic forces as well as 


2This is probably an understatement of the 
importance of manufacturing concerns located 
near the source of raw matericls. propor- 
tion was computed on the basis of the value 
added by concerns classified by type of products 
produced in 19389 U. S. Census. A large num- 
ber of the concerns classified under miscellane- 
ous undoubtedly were concerns located near 
the source of raw materials. 


2 Since concerns contributing one-third of the 
total value added in North Dakota were classi- 
fied under miscellaneous, the p of the 
concerns located near the source of raw ma- 
terials is undoubtedly very much understated. 


AGRICULTURAL AND BUSINESS CONDITIONS 


$79 million in mid-March to $75 
million a month later. Holdings of 
longer term bonds declined $10 mil- 
lion during this period. 

A fairly sharp decline of $31 mil- 
lion in cash, due from banks, and 
reserves put the city banks under 
moderate pressure for reserves even 
though there had been a slight de- 
cline in total deposits, with the re- 
sult that excess reserves of $11 mil- 
lion on March 12 had declined to $1 
million on April 16. 


accidental or chance factors have re- 
sulted in the establishment of many 
other manufacturing plants in this 
district. Asa group, these industries 
may be described as “footloose,” for 
management has considerable leeway 
in selecting a geographic location. In 
1939, 30 percent of the total value 
added to manufactured products in 
this district came from these con- 
cerns. 


The leading industries in this classi- 
fication prior to the war were the 
manufacturers of transportation 
equipment, exclusive of automobiles, 
and of electrical machinery. Pro- 
ducers of these products in 1939 
added a value which exceeded $29 
million. The production of chem- 
icals and allied products occupied 
second place. Prior to the war these 
industries added nearly $10 million to 
their products. 


The other industries are decidedly 
smaller in size but include a vast 
number of manufacturers who turn 
out a wide array of products. This 
is the type of manufacturing which 
is not tied exclusively to this district 
by economic forces. 


Most of these manufacturing con- 
cerns are located in Minnesota, with 
a heavy concentration in the Twin 
Cities and Duluth areas. The few 
found in the other states of the dis- 
trict consist chiefly of sheet metal 
work and machine shop products. 

The prices of finished goods in re- 
tail markets are determined primarily 
by the costs of raw materials, of 
manufacturing, and of transporta- 
tion. Due to differences in output 
per worker in money wages and in 
fuel and power costs, manufacturing 
costs vary significantly among regions 
within the nation. Some evidence 
can be gleaned from a comparison 

(Concluded on Page 451) 
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More Volume, Fewer Cars on Lines - Shortage 


At THE present time railroads are 
again facing a situation some- 
what similar to the one following 
World War I. Due to a-steady rise 
in the volume of freight to be trans- 
ported, on the one hand, and to a 
reduced supply of freight cars, on the 
other, railroads are unable to handle 
all freight. 


According to the director of the 
Office of Defense Transportation, 
railroads are handling about 85 per- 
cent of the total volume of commodi- 
ties seeking movement. 


The inadequate supply of freight 
cars is attributed to the small number 
of cars built since 1941 and to the 
rapid depreciation of cars during the 
war. In order to conserve steel the 
War Production Board on April 4, 
1942, drastically reduced the con- 
struction of all types of freight cars. 
From 1942 through 1946 the average 
number of cars installed annually by 
railroads was only about one-half the 
number installed in 1941. 


The number of cars retired by the 
various roads still exceeds the num- 
ber of new cars installed in spite of 
the fact that cars are retained in ser- 
vice beyond the time of normal re- 
tirement. 


Steps have been taken to speed 
up the construction of new freight 
cars. The Office of Temporary Con- 
trols is providing car builders with 
sufficient materials and facilities to 
build 7,000 or more cars per month, 
which will provide railroads with 
about the same number of new cars 
as were installed in 1941. 


Since the first of last year, the vol- 
ume of freight to be transported in- 
creased steadily. This expanding vol- 
ume of freight obviously is traced to 
the rapid rise in industrial produc- 
tion. 

The lowest point in industrial pro- 
duction following VJ-day occurred 
in February 1946. At that time the 
index stood at 152 percent of the 
1935-39 average, and in February of 
this year it had risen to 188 percent, 
an increase of 24 percent. 

Along with this rapid expansion 
in industrial production, agricultural 
production has also been at a very 
high level. All agricultural crops 


raised in 1946 aggregated 29 percent 
more bushels than in 1940. For 
example, last year’s wheat crop of 
1,156 million bushels was 42 percent 
larger than in 1940. 


CAR SHORTAGE RETARDS 
MOVEMENT OF WHEAT 


The large volume of freight to be 
transported has created a particularly 
strong demand for box cars. In this 
district the shortage of box cars is 
felt keenly in the endeavor to move 
wheat from local elevators to ter- 
minal centers. 


Cars loaded with grain and grain 
products in this region during 1946 
fell noticeably short of the number 
loaded during 1945. Whereas 745,- 
000 cars were loaded in 1945, only 
676,000 were loaded in 1946—a de- 
crease of 9 percent. During the first 
quarter of this year, the number of 
cars loaded was approximately equal 
to the number loaded in the same 
period of 1946. Since there was a 
larger wheat crop in 1946 than in 
1945, it is evident that the move- 
ment of wheat into the terminal 
centers has been retarded. 


The number of grain drafts col- 
lected by the Minneapolis Federal 
Reserve Bank in 1946 was 3) per- 
cent less than in 1945. Due to the 
rise in grain prices, the amount of 
the drafts last year was almost equal 
to the amount in the preceding year. 


However, during the first quarter 
of this year, the number of grain 
drafts increased by one-fifth over the 
number collected during the same 
period of last year, and the amount 
of the drafts was 84 percent larger. 


With a large wheat crop and a 
smaller number of cars loaded with 
grain, numerous elevators in the 
wheat region were blocked during 
the winter months. According to 
the Association of American Rail- 
roads, most of these elevators were 
opened during the past month. In 
North: Dakota, where most of the 
blocked elevators were concentrated, 
during the second week of April all 
elevators on the Soo Road were open; 
only three remained blocked on the 
Northern Pacific and 13 were blocked 
on the Great Northern. 


N EFFORT is being made to 
move grain before crop ar- 


Department store sales rose 
19 points in March. 


Credit expansion contributes 
to increase in dollar volume. 


Manufacturing employment 
declined during March. 


A larger percent of the total box 
cars moved by the railroads in this 
region recently have been returned 
to these lines in an effort to move 
this grain into the terminals before 
the harvest begins in the southwest- 
ern part of the country. 


TOTAL 1946 CARLOADINGS 
EXCEED PREVIOUS YEAR 


Excluding grain, the shipment of 
other raw products in this region dur- 
ing 1946 greatly exceeded the 1945 
volume. Cars loaded with livestock 
aggregated 234,000, which was a 3 
percent increase over 1945. It was 
the largest number of cars loaded 
since 1934, when a drouth forced 
farmers to ship their livestock to the 
market. 


Cars loaded with forestry products 
rose significantly last year, and the 
number loaded during the first quar- 
ter of this year increased at an even 
faster rate. Ore shipments were an 
exception; they continued to decline 
from the wartime peak reached in 
1942. Nevertheless, the number of 
cars loaded was still substantially 
above the number loaded prior to 
1940. 

From the statistics on carloadings, 
it is evident that a large volume of 
raw materials in this district is mov- 
ing into markets, but even more im- 
pressive is the volume of finished 
merchandise moving from factories 
to wholesalers and from wholesalers 
to retailers. In 1946, 675,000 cars 
of less-than-carload-lots were loaded 
in this area—which represented an 
increase of more than one-fifth over 
the recent war years. 

Since an order became effective on 
May 1, 1942, to increase the tonnage 
in less-than-carload-lots, recent load- 
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ings cannot be compared with pre- 
war figures. 


DEPARTMENT STORE SALES 
RISE TO NEW HIGH IN MARCH 
Business activity during March in 
this district reflected mixed trends. 
The dollar volume of department 
store sales rose substantially, while 
factory employment showed evidence 
of decline. 


Department store sales in the 
Ninth District during March rose 19 
points to 180 percent above the 1935 
to 1939 average after an adjustment 
was made for the Easter shopping 
during the month. The expansion 
in sales was more pronounced in the 
smaller cities and towns of the dis- 
trict. In these trading centers the 
increase consisted of 27 points, while 
in Duluth, Minneapolis, St. Paul, and 
Superior, it was only 11 points. 

The larger dollar volume of sales 
rested on both an increase in con- 
sumer expenditures and on an ex- 
pansion of credit. Cash sales per- 


centage-wise increased more than 
charge account and instalment sales, 
but collections in both types of credit 
sales continued to decline during 


March. 


Department store stocks in the 
Ninth District were reduced some 
during March. According to the index 
adjusted for the usual seasonal varia- 
tions, the dollar volume of stocks on 
hand at the end of the month was 
168.2 percent above the 1935 to 1939 
average as compared with 172.7 per- 
cent at the end of February. 

All of the reduction in stocks was 
concentrated among stores located in 
the large cities. The seasonally ad- 
justed index for stores located in Du- 
luth, Minneapolis, St. Paul, and Su- 
perior dropped almost 10 points from 
the end of February. The adjusted 
index for stores located in other cities 
of the district remained at 182 per- 
cent above the pre-war average. 


Manufacturing employment dur- 


Department Store Sales by Cities 


Percent One 
Year Ago 


Pereent 
1935-1939 
Average 
Mar. Jan.-Mar. Mar. 
112 280 
121 261 
112 
117 
119 
113 


Minneapolis 
St. Paul 
Duluth-Superior 


St. Cloud 


AGRICULTURAL AND BUSINESS CONDITIONS 


Northwest Business Indexes 
Adjusted for Seasonal Variations—1935-1939 = 100 


Bank Debits—93 Cities 
Bank Debits—Farming Centers. 


City Department Store Sales. 
Country Department Store Sales 


City Department Store Stocks 
Country Department Store Stocks. 


Country Lumber Sales 
Miscellaneous Carloadings 


Total Carloadings (excl. Misc.).................. 


Farm Prices (Minn. unadj.)..................-..--- 


Feb. 
1947 


304 
370 


273 
249 


260 
283 


194 


144 
100 


238 


110 
258 


Sales at Ninth District Department Stores’ 


% March 1947 % Jan.-March 1947 
of March 1946 of Jan.-March 1946 


Total District 
Mpls., St. Paul, Dul.-Sup 
Country Stores 


Red River Valley 
South Central 
Southeastern 
Southwestern 


North Dakota 
North Central 
Northwestern 
Red River Valley 
Southeastern 
Southwestern 
Red River Valley-Minn. & N. D 
South Dakota 
Southeastern 
Other Eastern 
Western 
Wisconsin and Michigan 
Northern Wisconsin 
West Central Wisconsin. 
Upper Peninsula Michigan 


Number of Stores(?) 
Showing 
Increase Decrease 


116 218 51 
115 16 
118 202 
115 58 
115 8 
104 3 
111 2 
121 14 
122 12 
112 19 


115 21 
120 5 
113 16 


124 42 
124 9 
120 6 
130 14 
118 12 


(3) 


127 ; 16 


116 38 
117 14 
116 20 
112 4 


117 43 
113 11 
120 26 
111 6 


> 
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1Changes from a year ago reflect in part the fact that last year Easter was on April 21 while 


this year it was on April 6. 


Percentages are based on dollar volume of sales. 


*March 1947 compared with March 1946. 


Not shown, but included in totals. Insufficient number reporting. 


ing March declined in the Twin Cities 
area, according to a report from the 
state office of the Minnesota Divi- 
sion of Employment and Security. 
The decline is attributed primarily 


to a reduction in the backlog of 
orders. Future employment. rests 
primarily on the trend of unit sales 
volume. In some lines unit volume 
has declined for several months. 





NINTH FEDERAL RESERVE DISTRICT 


National Summary of Business Conditions 


COMPILED BY THE BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, APRIL 29, 1947 


{NDS output and factory 
employment were unchanged in 
March. Value of retail trade con- 
tinued to show little change, after 
allowing for holiday buying. The 
general level of wholesale commodity 
prices declined slightly in the first 
three weeks of April, following in- 
creases in February and the early part 
of March. 


INDUSTRIAL PRODUCTION 
—The Board’s seasonally adjusted 
index of industrial production in 
March was at a level of 189 percent 
of the 1935-39 average for the third 
consecutive month. 

Output of durable manufactures 
continued to show a very slight gain 
in March, reaching a level of 223 
percent of the 1935-39 average. Ac- 
tivity in the iron and steel industries 
advanced in March after a slight de- 
cline in February. Steel mill opera- 
tions averaged 94 percent of capacity 
in March, and they have been main- 
tained at about this rate during most 
of April. 

Activity in the machinery and 
transportation equipment industries 
also showed a slight gain in March. 
Output of passenger cars totaled 303,- 
000, and of trucks, 11'7,000. Lumber 
production continued to advance and, 
in March, was at the highest level for 
this season in almost 20 years. Out- 
put of most non-ferrous metals at 
smelters and refineries continued to 
expand, following increases earlier 
in domestic mine production. 

The Board's seasonally adjusted 
index of output of non-durable manu- 
factures again declined by one point 
in March to a level of 175 percent of 
the 1935-39 average. Production in 
most lines was at the February rate 
or declined very slightly. Output of 
textile-mill and leather products in 
February and March remained some- 
what below last year’s peak rates. 

Minerals production increased 
slightly in March to a level of 147 
percent of the 1935-39 average, re- 
flecting a continued advance in out- 
put of crude petroleum, and a slight 
increase in coal production. Bitu- 
minous coal output dropped sharply 
during the first two weeks of April, 
as work was curtailed at mines in a 


dispute over safety conditions, but 
subsequently increased. 


EMPLOYMENT — The number 
of employees in most lines of non- 
agricultural activity in March re- 
mained at about the level of other 
recent months, after allowance for 
usual seasonal changes. Total non- 
agricultural employment of about 
42,500,000 persons was 7 per cent 
higher than the level a year ago. The 
number of persons unemployed 
showed a slight seasonal decline in 
March to 2,330,000. 


CONSTRUCTION—Total value 
of construction contracts awarded, as 
reported by the F. W. Dodge Cor- 
poration, was about one-third larger 
in March than in February, reflect- 
ing chiefly seasonal influences, but 
one-sixth smaller than in March 
1946. The reduction from a year 
ago was in awards for private non- 
residential construction, which were 
exceptionally large at that time. 

Value of residential awards in- 
creased by about one-third from Feb- 
ruary to March and was slightly 
larger in the same period last year. 

Since a year ago, building costs 
have increased considerably and the 
number of dwelling units contracted 
for in March was somewhat less than 
the March 1946 volume. Construc- 
tion activity continued to decline af- 
ter allowance for seasonal variation. 


DISTRIBUTION—Value of de- 
partment store sales during the six 
weeks preceding the Easter holiday 
was three percent larger than during 
the corresponding number of weeks 
before Easter last year, reflecting 
chiefly a sharply higher level of sales 
of household appliances and men’s 
clothing. 

Value of sales of most other goods 
sold at department stores was about 
the same as a year ago, although 
prices were generally higher than at 
that time. Retail sales of automo- 
biles, radios, and office and farm 
equipment both in unit and dollar 
volume continued far in excess of last 
year’s levels. 

Freight carloadings rose in March, 
owing mainly to increased shipments 
of grain and miscellaneous freight. 
Shipments of coal dropped sharply 
at the beginning of April and then 
recovered to the March rate during 
the week ending April 19. Ship- 


ments of forest products declined 
considerably during the first three 
weeks of April, while loadings of 
most other classes of freight showed 
little change. 


COMMODITY PRICES—Whole- 
sale prices of basic commodities gen- 
erally declined from the middle of 
March to the latter part of April, 
with the largest decreases shown for 
hogs, fats and oils, coffee, print 
cloths, and steel scrap. Prices of corn, 
and copper, on the other hand, were 
at about the same level on April 
24 as in the middle of March. 


The consumers’ price index of the 
Bureau of Labor Statistics advanced 
two per cent from February 15 to 
March 15, reflecting chiefly increases 
in food prices. Since that time prices 
of foods have declined somewhat and 
price reductions have been an- 
nounced for certain other products 
by manufacturers and distributors. 


TREASURY FINANCE AND 
BANK CREDIT — During March 
and April the Treasury continued its 
program of debt retirement, using 
an excess of tax receipts over budget 
expenditures and drawing upon bal- 
ances at commercial banks and Fed- 
eral Reserve banks. Retirements, 
which aggregrated about $4.8 billion, 
included notes maturing on March 
15, a portion of certificates maturing 
March 1 and April 1 and $200 mil- 
lion of Treasury bills each on April 
17 and 24. A further reduction of 
$200 million was announced for the 
bill issue to mature May 1. 


Federal Reserve holdings of Gov- 
ernment securities declined by more 
than $2.2 billion in the eight weeks 
ending April 23, while holdings of 
member banks in leading cities 
showed little change. The reserve 
position of member banks was main- 
tained in this period by the reduc- 
tion in Treasury balances at Federal 
Reserve banks. 


Bank deposits and currency in 
circulation, which had declined con- 
siderably in January and February, 
showed some net increase in March 
and the first half of April. Com- 
mercial loans increased further in 
March but declined in April. Real 
estate and consumer loans increased 
moderately. 
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INDUSTRIAL GROWTH CAN 
STABILIZE ECONOMY 
(Continued from Page 447) 


of the level of these costs in the 
Ninth District with the level in other 
districts through an examination of 
the information’ gathered by the U. 
S. Census. 

The share of the value attached 
to the manufactured product going 
to labor is determined, in the first 
instance, by the level of money wages 
and, in the second instance, by out- 
put per manhour. According to a 
special study made by the U. S. 
Census in cooperation with the 
Bureau of Labor Statistics, money 
wages in this district in most indus- 
tries located near the source of raw 
materials in 1939 were equal to or 
above the average for the respective 
industries in the nation. 

In ‘the “footloose” industries, 
money wages paid in this district 
previous to the war tended to be 
below the average paid in the respec- 
tive industries over the nation. How- 
ever, in a few industries the hourly 
earnings in Minnesota exceeded the 
national average from 3 to 14 cents.” 

Labor in a majority of the indus- 
tries in the Ninth District was more 
productive than in other districts. In 
the industries located near the source 
of raw materials, the value added to 
the finished product per wage-earner, 
per hour worked, in this district in 
1939 exceeded the average in all of 
the respective industries except in 
the preparation of cereals, in Minne- 
sota, and in the manufacture of malt 
liquor in Montana. 

The efficiency of the labor force 
in the “footloose” industries in this 
district was comparable to the ef- 


2 Differences in the cost of living among re- 
gions tend to equate real wages. 

2 Comparable data are not available for the 
industries located near markets. 


ficiency found in the respective in- 
dustries over the nation. On the 
basis of this information, the labor 
cost per unit of output in this district 
compared favorably with the cost in 
other districts. 


A relatively small amount of fuel 
and electrical energy is used in the 
type of manufacturing carried on in 
this area. In the processing of nearly 
all agricultural products, these costs 
were 1 percent or less of the value of 
the finished products. The processing 
of condensed and evaporated milk, 
malt, and malt liquors was the ex- 
ception, with fuel costs approximately 
5.0, 2.5, and 1.5 percent respectively 
of the value of the finished products. 

In the processing of forestry prod- 
ucts, the cost of fuel and purchased 
electrical energy was insignificant in 
the logging camps, sawmills, and 
planing mills, but it was between 5 
and 10 percent in paper and paper- 
board mills and pulp mills. 

The production of brick and of 
hollow tile involved the greatest con- 
sumption of fuel; in 1939 the cost 
was approximately 15 percent of the 
finished products. 

In all of the “footloose” industries, 
the fuel and electrical energy costs 
were less than 10 percent of the value 
of the finished products, and in most 
of the industries these costs were less 
than 5 percent of the product value. 


The cost of fuel and electrical 
energy constituted a larger percent 
of the value of the finished products 
in this district than in the respective 
industries over the nation. This dif- 
ferential reflects the higher cost of 
fuel and power in this region due to 
the distance from the coal fields and 
the lack of cheap hydroelectrical 
power as compared with a few other 
regions which are more fortunately 
located in respect to these natural 
resources. 


AGRICULTURAL AND BUSINESS CONDITIONS 


INDUSTRIAL DEVELOPMENT ™ 
HAS IMPORTANT IMPLICATIONS — 
In the transition period of the past — 


year and one-half the goal toward | 


which so much energy was directed 
during the Thirties has been © 
achieved; that is, the American ~ 
people have enjoyed practically full — 
employment with a high level of in- — 
come. Now that this goal is a reality, 
the dominant economic problem con- 
fronting the American people is the 
permanence of this condition. 


Even though much regional inter- ~ 
dependence has developed in the © 
American economy, the stability of — 
the national economy can be no 
greater than the combined stability | 
of the various regions. Thus, one of 
the primary objectives in regional — 
economic development is greater sta- ~ 
bility. ; 
Since the Ninth District is pre-e © 
dominantly agricultural, economic ine ~ 
stability is traced, in a large measure, © 
to fluctuations in farm income. Should — 
farm income decline due to a drop in 
the prices of agricultural products or 
to a shortage of rainfall or other un- ~ 
favorable weather conditions, total 
income in this district will be re- — 
duced noticeably from the high level 
of the past several years. 


Such unfavorable developments in 
agriculture may be cushioned by 
greater diversity in economic activity. ~ 
The postwar industrial development — 
in this district is a step toward greater 
diversification. Under efficient man- 
agement, it has been proven that cer- 
tain types of manufacturing in this ~ 
district can compete successfully with 
manufacturing in other regions. As 
the industrial activity grows in im ~ 
portance, more of the slumps in agri- — 
culture may be offset. 4 


—Oscar F. Litterer 
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